0932269
UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D C 20548

INTERNATIONAL DiVISION

OCT 13 1972

The Honorable Jogeph F. Donelan, Jr. L}Hiiii
Assistant Seeretary, Bureau of Administratio 1'f¥VA&
Department of State‘ B!tST DOCUMEN

Dear Mr. Donelan:

Our reeent review of digbursing and related activities of the Regional
Finance and Data Processing Center at Paris, France, included consideration
of the Centerts cash management practices. We identified several opportu-
nities for improvement.

A major possibility is deseribed in the enclosure to this letter
entitled Opportunity to Improve Management of Foreign Bank Accounts,
Regional Finance and Dale Processing Center, Paris, France, Ogtober 1972,
The enclosure imeludes a proposal for contimuously keeping the bank gccount
balances of the United States Disbursing Offiecer (USDO) at minimum levels
by purchasing the currencies needed to replenish the secounts at move
frequent intervals and in amounts more closely related to immediate needs.

By epplying the proposed method of managing the USDO's bank accounts,
we have estimated that the average daily balances held by the banks during
the first six months of calendar year 1971 could have been reduced by §$10
million. A pustained reduction of this size would, by limiting the need
for future Treasury borrvowings, save about $540,000 a year in interest
paid by the U,S5., Govermment,

We therefore suggest that the Paris Center initiste & program of
managing the USDO's bank ae¢ounts along the lines presented in the enclosed
document. We suggest also that the Department eonsider adopting the pro-
posed management techniques for use by all USDOYs,

Another possivility for improving cash mansgement practices ie to
reduce the cash holdings of e¢ashiers, We plan to cover this matter in
a sepgrate report.

Loty [0932£ %]



We identified also three more limited opportunities to improve cash
management practices. These were spec¢ific cases ¢calling for (1) the
purchase of foreign curvemeies at more favorable rates from the American
Express Company insteed of gommereisl banks, (2) the maintenance of a
German bank agcount in an Americanm bank instead of a German bank, with
the accompanying adventage of reeeiving a higher rate of interest Erom
the American bank; and (3) the monitoring of interest computations by a
London bank to ensure that the bank had paid the proper amount of intereat
on bank acecount balances. Responsible officials at the Center immediately
initiated action on esch of thege.

We will gppreciate reesiving your views on the matters covaered by
this report, ineluding adviee of all action taken or contemplated as s
result of our work, We are gending copies of this report to the Fiscal
Apgistant Seevatary, Department of the Treasury, the Office of Management
and Budget, and the Subcommittee on Foraeign Operations and Government
Information, House Committee on Govarmment Operations.

¢ ‘&ppéaosta
Assistant Divector

Enclosure



ENCLOSURS

OPFORTUNLTY TO IMPROVE MANAGEMEMT OF FOREIGN BANK ACCOUNIS

REGIONAL FINANCE AND DATA PROCESSING CENTIR

BARLS, FRANCE

OCTORER, 1972

The United States Disbursing Officer (USDO) at the Center maintains
cash bglances in numerous foreign bank accounts to permit disbursements
in the currencies of sbout 80 countries, The USDO could delay the disburse~
ment of U.8, Treasury funds, and thereby reduce the interest expshse incurved
by the U.S. Govermment, by continuously keaping those bank balanceg at mini-
pum levels.

Based on an analysis of some of the USDO's foreign opevating bank
accounts, we estimate that the average daily balances held by the banks
in all such aeccounts during the firvst & months of calendar year 1971 had
a value of $i4 million, and that these balances could have been gafely
reduced to $% million«ws sustained reduction of $§10 million during the
entire period, The reduction could have been accomplished by purchasing N
the currencies needed to replemish the accounts at move frequent intervals
and in amounte more clossly related to immediaste needs,

BEST DOCUMENT AVAILABLE

The USDO disburses about $200 million a year in U.S, Treasury funds
to purchase the currencies nesded to replenish his bank accounts, At the
time of our review, the general intent was to purchase the currencies In
regular inevements at & rate of twice & month Zor major accounts and once
a month for small accounts, but the intended purchasing schedule has not
always been followed because the requirvements for purchased currengy have
fluetuated. The USDO has been unable, however, to clogely mateh his
purchases with his requivements, and as a vesult, the purchased currency
has tended to cause his bank account balances to remagin at unnecessarily
high levels for extended periods and to only occasionally dip to levels
requiring immediate purchases.

O0fficigls at the Center knew at the time of our review that unmec.
essarily large amounts of cach were being held by the banks. In 1971, the
Center planned to conduct during calendar yesr 1972 a pre-analysis study
of cash fiows to determinme the practicelity of applying coampliter techniques
to the overall nmanagement of fumds, Initiastion of the proposed project,
however, was made contingent upon other work priovities and the availabilicy
of manpower. We noted that the project had not yet been initiated at the
cloge of fiseal year 1972.



Broposed method of achisving iagprovement BEST aOCUMENT AVMLABLE

We found that 1t was possible to identify information in monthly
bank statements which could be used to achieve immediate improvement in
the management of bank account balances. Each sgcount that we exzamined
for this purpoge produced the following information

1. Most of the fluctuation in an account's requirements for purchased
currency was caused by relatively few foreign curreney checks
issued by the USDO fov unusually large amounts (ineluding blocks
of payroll cheecks), aud by velatively few large deposits of
foreign currency colliected by agencies serviced by the Center,

2. The bulk of the USDO's foreign currency checks cashed by each
bank, i.e., all checks other rhan the unusually large checks
or blocks of cheels referved to above, could be classified as

‘ routine checks {n that their monetary total each week did not
vary significantly from the average of sll their weekly totals.

We determined from the above analysis that, as long as an account
continued to be used as it had been used in the past, the USDO gould
improve hig agcount mansgement techniques in three ways. Fivet, the USDO
could simplify much of his eurvency purchasing £or an account by scheduling
repetitive weekly purchases in a standard ameunt approximately equal to the
average weekly total of the routinme checks ¢ashed by the bank, Second, the
USDO could limit the aversge daily balance in the account to aun amount
gifficiently high to cover historical variations in the weekly totals of
routine checks cached by the bunk, Third, the USDO could restrict his
attention primarily to the few additional purcheases needed toceover
unusually large checks or bicoks of checks as they are expected to be
presented to the bank for payment and th the few cancellations or reduc.
tions of plammed purchases that would be possible after each larpe colleetion
is deposited.

We believe that the USDO could effectively msnage his bank ageounts
on this basis with the establishment of relatively simple controls to
ensure that the desired vesults were being sghieved. The contwrols should
inelude a provision for vegularly monitoring monthly bank statements to
permit occasional adjusbments to planned purchages vhenever the average
daily balance in an aceount begins to devigte £rom the desired level.
Another contyol eould be a provision to constantly accumulate statistics
on the voutine checks igsued by the USDO from egsh asccount to permit quick
identification of major chenges in the use of the acoount,

The pertinent date that we developed by exsmining the records of
gelected atecunts for the fivst & months of ecslendar year 1971, together
with our resulting esbtimate that e veduction of $10 million could have
beigd accomplished during that peviod, are summarized in the following
schedyles;



BEST DOCUMENT AVAHABLE

Selepted scgounus:

Ravis, Tranos 2 8

Madyid, Spaia 7 &

Belaink!, Finland 2 6

w&wr#a, &.A, -] = 5@,9% %599% }-W,m lﬁﬁ .W

Pretoria payroil - ® 8,600 20,000 ﬁ;ﬁﬂﬂ 15 g.m

Blantyre, Melawt - 2 _.9800 _45000 10000 _ 35,000
Totals, seleclod apcounto §337,008 91,545,000 $435,000 §1,130,000

*Totale, all sccounts (in millione) 63,1 S14.2 M m

L T it dna

The above punmory ghowe that each of the apgounty selectad foy review
had an aversgée dedly balance in empess of the smount that would have buen
needed 1f the socount hed been veplenished move frequently and in amounts
move closely related to fumsdiste needs., The avevage daily balange of
French frencs in the sccount ot Peris, Frenge, fov eoxampls, had ¢ value
of about $350,000 during the & mouth pevicd, wheress only abwouh $200,000
would have besn needed. To heop the avevspe dally balance af abioud
$200,000, the UEDO would have been rvequived se & standeard purnhase
of $200,000 esth woek piup an nddivional purehage on sach of $he 12 deyw
that pnusually lavge cheslis ov blecks of cheshy were presented Yo the bank
for paymeat, adiveted aaig o8 the 8 levge eolliegtions were depositend amd
8% the daily valances tanded to deviate fyom the dewived lovel.

It chould b noted that the s that we identified for thy ateounts
ghown above mkﬁ have besn fopw with o morg presise veview of disge

bunsing transestions in oash aceount, The affest of o highey degree of
presision mie& be m &mwm@@@ nppbar of layge tranmastions Yeguiving
amm pusehane @ and an ooy 3 redustion of the stamiied smbunt

to be § oach wock. We believe that s higher degres of prenision

is me mm & vofustion of the standasd weokly purvhese omount

should furthey weduss the svevege deily ‘%siaww nesded to be vebained
in the awcount.

strusted the datly batanyds thet
would bave baen in &k@ : tns the G-uonth perind i€ the
escount hed besn wepleniched on @w pYoposed beste. A sumnpyy of

Wite totsis for all mm% are projestions of the totals for the
selected aveounts beped ﬁsm‘my puvehasee duving the pevied
(Ghe curvensy pue : gm? w mimwﬁ 5 equaled ajmost 11
mm 6£ ﬁh& Gy IenRgy ’ - zﬂj »

v 3=



pertinent fects applicable te the reconstruction during the 25 full
wegks in the period appears on pege 6. Tha sdjusted curvency puivhases
requived for the reconstruanted sccount ars desevibed below:

1.

2.

3.

4.

Thus, the vesonstvucted spooent

The vesonstrueted account vequirved 26 separate puvehases
during the 25-week peviod, which compares with 16 astual
pusehases. Thess adjusted purchasds weve alvays wore
¢logely velated to iumedicte cuvrensy needs, but fhey
w:m sufficient 2o waintain & balanee in the spcount at
all times.

Of the 26 adjuated purchases, 15 were sgcouplished on a
regulay weekly purchesing day in the standard amount of
$900,000 each, leaving oniy 11 spesisl purchases. Ths i1
puzcheses congisted of 9 on days when shuovmally large
chesks oy blosks of chevhs were cashed by the bank swd 2
on vdgulay puvehasing days during weeke when pavtially
offgetting collections permitied porchapes in amounte
lese than the standayd amount. To gvodd the nesd fov
guspt computations, cach of the 1i special puvchases
were foy Nﬁﬁ.m oy & spitipla of $£M;WO.

In aﬂdﬁ:&m %o the 11 special puwvchapes veferved to above,

1} cowallasions of puvchases wers umm B ef ghe
¢ancallations mﬁﬁaﬁ fo regulsriy scheduled Ly mwchases
whevess Che vemaining 3 applied to purtheses that othavwize
wonld have been M& fo cover wsually lavge cheshks. ALl
bt two of the cessellatfons weve mads possible by lasge
esilestions that Bad bewn depopited in the ascount, f,e.,
coliettions having s value of about $180,000 or mows.

The twe gencallations not eteributeble to collectione were
acomplighed o adient the balonge in the sscount to an
anount cloper ¢o the degived level. One was the casgellation
during the first week of the period of a regulariy scheduled
putchase that was not needed because the sstusl balaned
carvied over from 1970 was emcesaive. The other was the
cantellation duying the firvet gomplete week in April of the
ramaining perk mﬁ & vegulariy scheduled purchass thst had
been veducud bugovse of deposited eolisstions. The Yeagon
for the wmeiimﬁm was that the Mfum balange had bean
holding at & olightly auveseive lavel throughout sueh of Mavch.

at Paris was mensgesble without

gonstant etbention., Ths 12 ﬁwa wlsen srgsusily lavge checks o blocka
of cheoks wire coshed and the 8 days vhen lerge deposits of collested
curTenty were made waze the prineipsl times wequiring consideyution to

susure that upwi&!. LAE ARG

wave nade when thay were needed and



raguiarly sehe rehases were refuced or cancelled when
they ware 5ot needsd. Bayond &M@, nanagenent of the reconstyusted
agcount only requived memltoving the bunh's vepovted balanses €o
engure that the desived resuibe were being ashileved.




Waek  Chechs
Eoding _Paid (1)
wie08-71 3,452,557 - 3,312,300 2,268,200 2,169,814 1,068,114
1.3%71 1,024,210 . 1,655,610 1,004,100 2,800,634 1,145,006
i %?1 15??&3%5 hd b g‘gmg 1% 1,@%“3&5 47&;“1%
1 20a71 wﬁ,ﬁ% » ﬁ;éﬁ.iu@% i,m,wﬂ &,m;ﬁ?ﬁ ?m,m
50878 2,168,500 218,942 2,759,000 1,102,600 6,348,918 833,708
2412.71 1,214,518 - 1,655,793 1,188,600 6,790,117 725,792
e 1871 4,603,623 - » 4,410,400 2,188,554 528,560
%2 26+71 3,486,801 961,766 3,861,200 3,307,800 3,464,790 1,283,394
#3-0%71 3,831,137 5,138,775 2,205,660 1,694,200 4,983,977 2,231,382
Wi%T1 856,018 13,760 . » 4,151,884 1,388,070
3“2%?3& 1,15&,@3@ “ » igwﬂ,m 2&%;3% 1;%&;‘3%
3"2&?3 13@52,5‘?3 had - 393@3;@% 1}@%5&&2 :013%;%&
40291 1,230,001 797,959 - 551,378 1,448,180 1,456,398
e 0975 1,140,268 716,680 1,656,125 " 2,698,608 1,082,756
%z&?t 1;31?;14& o L4 hﬁ@@.?m &‘gyﬁam 31&*%&
“*%"?1 ﬂw.ﬁﬁi b gy%@p@?ﬁ pl@%,?ﬁa 198&53%& 19@%;%2
whe 3074 2,337,137 440, 254 1,183,600 1,694,125 1,085,910 737,554
%mn‘”» 29@955% Lo gn&ﬁg ,W %p&@g:m 1,@&3@&&3 73@’6??
%8« 3471 3,017,084 " b, 518,750 3,756,500 3,016,648 519,883
52571 463,157 - 5,639,975 1,302,000 4,014,446 560,336
#528.71 4,802,768 81,337 1,696,975 3,850,100 1,765,993 916,008
&“W?l 3&394,?% @ &,23&,% igmgm ﬁgMg’aﬁﬁ ?wgﬂ?@
e kiYL 1,703,988 3,372,383 " " 4,350,005 2,396,580
@" %&?1 1 th ,ﬁ%ﬁ * a*&%‘ﬂ%&& %ﬁ n?m
G=28-71 1,401,598 2,887 1,518,242 686, 257
(2} ‘Totel currerwy purthasss 25,6091 ,8
{3) Aversge daily balanges {full G sonths) 130,442

¥(1} The 12 days vhen unusually lezge chesks or blosks of
in the vesks wasked with an eugerisk.

{2} The todel astusl suvveney muwchases goot $6,436,000, whexeas the tetal adjusted !
suvrensy purchaves W&@ &&%ﬁx @%& 6,300,000, The enchange vstes eppiied to the
adjusted curvenly O 3 ware, fov cauh womth®s purcheses, the fate appliceble
to the fivet avktual pu oo deving the wonth.

{3} The dollar values of tha astual avd sdiusted average dally balengows weve ebuub
§552,000 and $2035,000, vespeptively.

“ ba#
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BEST DOCUMENT AVAILABLE

an aﬁ@i&mi soneideration was {ovelved in the Spanish pegeta
Madeid wheve the DO vesadinsd in the eseount fov long
peviods WW :

pwunts of eollested currenyy, m&g opeagionaily
vemoving part of it. In & ¢eso suth so the Madwid mm&. tigdntaining
minioun belenses vequives the immediate vemoval of vnneeded aolisgted
eurveney, praferebly by selo bus algo by degosit o an mwm basving
scgount, fellowed by the subseguent soquisition of curvensy &g ik ie
needed. This would pormit vansgement of the escount to be the pame
a8 vanagevent of agcounts in which collsetions sve not & pradomdnant
mmr!

tinse nagotiated fov &%&ea @m

vhere the spcounts ave lodobed. % hei evn thet in such cages the use

of prapositdonsd chosks fov stendavd woahly purchases and the {gpusnte
of guidelineg on @mw&y W&z@ gollestions dnto aceount would prowvide

mintoun levels.

Gfficiale at m@ Centey have aspressed m v@w that move ﬁmmm
pargonnel 8% the sanmm e believe that mn %mwaw nismhey aﬁ
purehasing persounel, $¢ noaded, would be justified by the wonubsyy
benefit vasulting from gud baok balanges. 4 sustained vreduetion

of $10 million, ﬁw @, Pepvesents an interveat savings of asbout
$340,000 & yoar Yaped

hoprowed fuds &sﬁa@ W, n ingyeant ber of purchasing
pavsonnel might mot be needad, hwwmz, because the proposed tedhnigues
sles ingorporate & mmp&iﬁmﬁﬁw of the Center's curvent puvchasing
oparaiion,

Longlysions

We have concluded thet the Pazig Center ghould initiste a progvan
of managing the USHO*s foveige bank sovounts slong the Lines discussed
above. After the Conteyr has iniiiaslly identified the needed data fov
sash account, we believe that provigion shouid be wade for systematically
svalusting the vesuits eshieved and for implenenting eny further vefines
ments that are found %o be prastiesl. Putove vefinenents might irglude
the use of ¢omputer teshniquen, but wntil sech techniques can be
satisfactorily devised, we believe thet maximum use ghould be mede of
methods currently available.






